
STATE OF ILLINOIS 
SECRETARY OF STATE 

SECURITIES DEPARTMENT 

IN THE MATTER OF: A.I.R. INC., 
ITS OFFICERS, DIRECTORS, 
EMPLOYEES, AFFILIATES, SUCCESSORS, 
AGENTS AND ASSIGNS, 
AND MICHAEL W. SMITH 

F i l e No. 0900155 

NOTICE OF HEARING 

TO THE RESPONDENTS: Michael W. Smith 
A.I.R. I n c . 
P.O. Box 1150 
411 East Monroe S t r e e t 
S p r i n g f i e l d , I l l i n o i s 62705 

You are hereby n o t i f i e d t h a t p u r s u a n t t o S e c t i o n l l . F o f the 
I l l i n o i s S e c u r i t i e s Law of 1953, [815 ILCS 5/1 e t se^. ] ( t h e 
"Act") and 14 111. Adm. Code 130, Subpart K, a p u b l i c h e a r i n g 
w i l l be h e l d a t 300 West J e f f e r s o n S t r e e t , S u i t e 3 0 OA, 
S p r i n g f i e l d , I l l i n o i s 62702, on the 20^^ o f January, 2010, a t the 
hour o f 10:00 a.m. , o r as soon t h e r e a f t e r as counsel may be 
heard, b e f o r e Jon K. E l l i s , o r such o t h e r d u l y d e s i g n a t e d H e a r i n g 
O f f i c e r of the S e c r e t a r y of S t a t e . 

Said h e a r i n g w i l l be h e l d t o determine whether an Order o f 
P r o h i b i t i o n s hould be e n t e r e d a g a i n s t A.I.R., I n c . , by and 
t h r o u g h t h e i r O f f i c e r s , D i r e c t o r s , Employees, A f f i l i a t e s , 
Successors, Agents and Assigns, and Mi c h a e l W. Smith, ( the 
"Respondents"} i n the S t a t e of I l l i n o i s and g r a n t i n g such o t h e r 
r e l i e f as may be a u t h o r i z e d under t he Act i n c l u d i n g b u t not 
l i m i t e d t o i m p o s i t i o n o f a monetary f i n e i n the maximum amount 
purs u a n t t o S e c t i o n 11 of the Act, payable w i t h i n t e n (10) days 
of the e n t r y of the Order. 

The grounds f o r such proposed a c t i o n are as f o l l o w s : 

1. That Respondent, A.I.R. I n c . , i s a p u r p o r t e d business e n t i t y 
w i t h a l a s t known address of P.O. Box 1150, 411 East Monroe 
S t r e e t , S p r i n g f i e l d , I l l i n o i s 62705; 

2. That a t a l l times r e l e v a n t , t h e Respondent M i c h a e l W. Smith 
was an O f f i c e r , D i r e c t o r , Agent o r Employee o f A.I.R. I n c . ; 

3. That on or about March 5, 2009, Respondents A.I.R. I n c . , by 
and t h r o u g h i t s O f f i c e r s , D i r e c t o r s , Employees, A f f i l i a t e s , 
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Successors, Agents and Assigns, and Michael W. Smith, 
o f f e r e d to I l l i n o i s residents the sale of 10% of i t s U.S. 
Patent Rights i n 2% increments, s t a t i n g t h a t 2% had already 
been sold as of February 19, 2009, f u r t h e r s t a t i n g t h a t the 
funding " w i l l help A.I.R. Inc. product l i n e s aturate the 
n a t i o n a l l e v e l and create jobs", pursuant to an 
advertisement appearing i n the March 5, 2009, State Journal-
Register located and published i n S p r i n g f i e l d , I l l i n o i s ; 

4. That each of the aforesaid U.S. Patent Rights i s a s e c u r i t y 
as t h a t term i s defined pursuant t o Section 2.1. of the 
I l l i n o i s S e c u r i t i e s Law of 1953 [815 ILCS 5/1 et seq.] (the 
"Act " ) ; 

5. That Section 5 of the Act provides, i n t e r a l i a , t h a t a l l 
s e c u r i t i e s except those exempt under Section 3 of the Act or 
those o f f e r e d and sold i n t r a n s a c t i o n s exempt under Section 
4 of the Act s h a l l be r e g i s t e r e d w i t h the Secretary of State 
p r i o r t o t h e i r o f f e r or sale i n the State of I l l i n o i s ; 

6. That Section 12.A of the Act provides, i n t e r a l i a , t h a t i t 
s h a l l be a v i o l a t i o n of the Act f o r any person to o f f e r or 
s e l l s e c u r i t i e s except i n accordance w i t h the p r o v i s i o n s of 
the Act; 

7. That Section 12. C of the Act provides, i n t e r a l i a , t h a t i t 
s h a l l be a v i o l a t i o n of the Act f o r any person to act as a 
dealer or salesperson unless r e g i s t e r e d as such, where such 
r e g i s t r a t i o n i s required; 

8. That Section 12.D of the Act provides, i n t e r a l i a , t h a t i t 
s h a l l be a v i o l a t i o n of the Act f o r any person t o f a i l t o 
f i l e w i t h the Secretary of State any document or a p p l i c a t i o n 
required to be f i l e d under the p r o v i s i o n s of the Act; 

9. That at a l l times relevant hereto. Respondents A.I.R. Inc., 
by and through i t s O f f i c e r s , D i r e c t o r s , Employees, 
A f f i l i a t e s , Successors, Agents and Assigns, and Michael W. 
Smith, f a i l e d to f i l e an a p p l i c a t i o n f o r r e g i s t r a t i o n of the 
above-referenced s e c u r i t i e s w i t h the Secretary of State 
p r i o r to t h e i r o f f e r or sale i n the State of I l l i n o i s ; 

10. That at a l l times relevant hereto. Respondents A.I.R. Inc., 
by and through i t s O f f i c e r s , D i r e c t o r s , Employees, 
A f f i l i a t e s , Successors, Agents and Assigns, and Michael W. 
Smith, f a i l e d t o f i l e an a p p l i c a t i o n f o r r e g i s t r a t i o n as a 
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d e a l e r or s a l e s p e r s o n f o r t h e s a l e s o f s e c u r i t i e s i n the 
S t a t e o f I l l i n o i s ; 

11. That by v i r t u e of the f o r e g o i n g . Respondents A.I.R. I n c . , by 
and t h r o u g h i t s O f f i c e r s , D i r e c t o r s , Employees, A f f i l i a t e s , 
Successors, Agents and Assigns, and M i c h a e l W. Smith, have 
v i o l a t e d S e c t i o n s 12.A, 12.C and 12.D of the A c t ; 

12 . That S e c t i o n 11. E (2) of t h e Act p r o v i d e s , i n t e r a l i a , t h a t 
i f the S e c r e t a r y of S t a t e s h a l l f i n d t h a t any person has 
v i o l a t e d s u b s e c t i o n s C and/or D o f S e c t i o n 12 o f the A c t , 
the S e c r e t a r y o f S t a t e may by w r i t t e n o r d e r p r o h i b i t the 
person from o f f e r i n g or s e l l i n g any s e c u r i t i e s i n t h i s 
S t a t e ; 

13. That S e c t i o n l l . E . ( 3 ) of the Act p r o v i d e s , i n t e r a l i a , t h a t 
i f t h e S e c r e t a r y of S t a t e s h a l l f i n d t h a t any person i s 
engaging o r has engaged i n the b u s i n e s s of s e l l i n g or 
o f f e r i n g f o r s a l e s e c u r i t i e s as a d e a l e r or s a l e s p e r s o n 
w i t h o u t p r i o r t h e r e t o and a t the t i m e t h e r e o f h a v i n g 
complied w i t h the r e g i s t r a t i o n or n o t i c e f i l i n g r e q u i r e m e n t s 
of t h i s Act, the S e c r e t a r y of S t a t e may by w r i t t e n o r d e r 
p r o h i b i t the person from o f f e r i n g or s e l l i n g any s e c u r i t i e s 
i n t h i s S t a t e ; 

14. That S e c t i o n l l . E ( 4 ) of the Act p r o v i d e s , i n t e r a l i a , t h a t 
i f t h e S e c r e t a r y o f S t a t e , a f t e r f i n d i n g t h a t any p r o v i s i o n 
of the Act has been v i o l a t e d , may impose a f i n e as p r o v i d e d 
by r u l e , r e g u l a t i o n o r o r d e r not t o exceed $10,000.00 f o r 
each v i o l a t i o n of the A c t , as w e l l as an o r d e r of p u b l i c 
censure and the c o s t s o f i n v e s t i g a t i o n and reasonable 
expenses; 

15. That by v i r t u e of the f o r e g o i n g , Respondents A.I.R. I n c . , by 
and t h r o u g h i t s O f f i c e r s , D i r e c t o r s , Employees, A f f i l i a t e s , 
Successors, Agents and Assigns, and M i c h a e l W. Smith, are 
subj e c t t o a f i n e o f up t o $10,000.00 per v i o l a t i o n , c o s t s 
of i n v e s t i g a t i o n , reasonable expenses, an o r d e r of censure, 
and an o r d e r which permanently p r o h i b i t s the Respondents 
from o f f e r i n g or s e l l i n g s e c u r i t i e s i n t h e S t a t e o f 
1 1 1 i n o i s . 

You are f u r t h e r n o t i f i e d t h a t you are r e q u i r e d p u r s u a n t t o 
S e c t i o n 130.1104 of the Rules and R e g u l a t i o n s (14 111. Adm. Code 
130) (the " R u l e s " ) , t o f i l e an answer t o the a l l e g a t i o n s o u t l i n e d 
above or a S p e c i a l Appearance pur s u a n t t o S e c t i o n 130.1107 of t h e 
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Rules, or o t h e r r e s p o n s i v e p l e a d i n g w i t h i n t h i r t y days of t h e 
r e c e i p t of t h i s n o t i c e . Your f a i l u r e t o do so w i t h i n the 
p r e s c r i b e d time s h a l l be deemed an admission of the a l l e g a t i o n s 
c o n t a i n e d i n the N o t i c e of Hearing and waives your r i g h t t o a 
h e a r i n g . 

Fur'thermore, you may be r e p r e s e n t e d by l e g a l c o u n s e l ; may 
p r e s e n t evidence; may cross-examine w i t n e s s e s and o t h e r w i s e 
p a r t i c i p a t e . A f a i l u r e t o so appear s h a l l c o n s t i t u t e d e f a u l t . 

D e l i v e r y of n o t i c e t o t h e d e s i g n a t e d r e p r e s e n t a t i v e of any 
Respondent c o n s t i t u t e s s e r v i c e upon such Respondents. 

Dated t h i s day o f / f ( J jf(yTf^ljO\ < 2009. 

Jesse White 
S e c r e t a r y of S t a t e 
S t a t e o f I l l i n o i s 

A t t o r n e y f o r the S e c r e t a r y of S t a t e 
Johan Schripsema 
I l l i n o i s S e c u r i t i e s Department 
350 S e r i g h t , S u i t e C 
H a r r i s b u r g , I l l i n o i s 6 2 946 
Telephone (618) 253-2007 

Hearing O f f i c e r : 
Jon K. E l l i s 
1035 South 2"'̂^ S t r e e t 
S p r i n g f i e l d , I l l i n o i s 62 7 04 
Telephone (217) 528-6835 
Fax: (217) 528-6837 


